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The purpose of this study is to determine the differ
ential employment effects of the multinational enterprises
in Nigeria. No attempt has been made to analyze every
aspect of this difference between the foreign firms and the
domestic firms. This study is significant because it is the
first scientific study undertaken to determine the differen
tial employment effects of multinational firms on domestic
firms in Nigeria.
The main sources of information used were the United
Nations Statistical Bulletin, and governmental reports. In
addition, a variety of Economics journals, unpublished
materials and books, and World Bank Reports were used.
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The growth of private foreign investment in the developing
nations has been extremely rapid. It rose from an annual rate
of $9.9 billion in 1970 to be $52.6 billion in 1984, a four
fold increase in just fourteen years. Developing countries
received only 8 percent of foreign direct investment in 1983,
a sharp drop from the 24 percent share they received in 1970.
Few areas in the economics of development arouse as much
controversy and are subject to such varying interpretations
as the issue of private foreign investment. The controversy
over the role and impact of foreign private investment in
the developing nations often has as its underlying, though
usually unstated basis, a fundamental disagreement about the
nature, style and character of a desirable development process.
There are several arguments for and against the develop
mental impact of private foreign investments. The pro-foreign
investment arguments grow largely out of the traditional neo
classical analysis of the determinants of economic growth.
Foreign private investment is typically seen as a way of
narrowing the gaps between the domestically available supplies
of savings, foreign, exchange, government revenue and skills,
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and planned level of these resources necessary to achieve
development targets.
For a simple example of the "savings-investment gap"
analysis, the basic Harrod-Domar growth model postulates a
direct relationship between a country's rate of savings (s)
and its rate of output growth (g), via the equation g = s/k
where "k" is the national capital-output ratio. If the planned
rate of national-output ratio is five, then the needed rate
of annual saving is 45 percent. If the saving that can be
domestically mobilized amounts to only, say, 40 percent of
gross national product (GNP), then a "savings gap" of 5
percent exists. If the nation can eliminate this gap with
foreign financial resources (either private or public), it
will be able to achieve its target rate of growth.
■ Foreign exchange can be viewed as a second contribution
of private foreign investment. An inflow of private foreign
capital can not only alleviate part or all of the deficit on
the balance of payments current account, but it also can
remove the deficit over time if the foreign-owned enterprise
can generate a positive flow of export earnings.
The third contribution of foreign enterprise to the
development process is by narrowing the discrepancy between
targeted governmental tax revenues and locally raised taxes.
By taxing profits of multinational corporations (MNCs) and
participating financially in their local operation, developing
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nations1 government are thought to be better able to mobilize
public financial resources for development projects.
A fourth contribution of private foreign investment to
development is the supply of management, entrepreneurship,
technology, and skill presumed to be lacking or in short
supply in domestic operations. Multinationals not only pro
vide financial resources and new factories to poor countries,
they also supply a "package" of needed resources including
managerial experience, entrepreneurial abilities and techno
logical skills which can be transferred to their local
industries by means of training programs and the process of
"learning by doing."
There are two basic arguments against private foreign
investment in general and the activities of MNCs in parti
cular. Although MNCs provide capital, they may lower domestic
savings and investment rates by stifling competitions through
exclusive production agreements with host governments, failing
to reinvest much of their profits which generate domestic
incomes for those groups with lower savings propensities.
This inhibits the expansion of indigenous firms that might
supply them with intermediate products instead of importing
these goods from overseas affiliates and imposing high
interest costs on capital borrowed by host governments. While
MNCs do contribute to public revenue in the form of corporate
taxes, their contributions are considerably low as a result
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of liberal tax concessions, excessive investment allowances,
disguised public subsidies and tariff protection provided
by the host government. The management, entrepreneurial
skills, technology and overseas contacts provided by MNCs may
have little impact on developing local sources of these scarce
skills and resources and may in fact inhibit their development
by stifling the growth of indigenous entrepreneurship as a
result of the MNCs dominance of local markets.
While the arguments for and against private foreign
investment have been conflicting, the real debate centers on
different ideological and value judgment about the nature
and meaning of economic development and the principal sources
from which it springs. Advocates of private-foreign invest
ment tend to be "free market, private enterprise, laissez-
faire" proponents who firmly believe in the efficacy and
beneficence of the free market mechanism, where this is
usually defined as a hands-off policy on the part of host
governments. On the other hand, the actual operations of
MNCs tend to be monopolistic and oligopolistic. Price setting
is achieved more as a result of international bargaining and
collusion than a natural outgrowth of free market supply and
demand.
Those who argue against the activities of MNCs are often
motivated more by a sense of the importance of national con
trol over domestic economic activities and the minimization
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of dominance/dependence relationship between powerful MNCs
and developing nations' governments. They see these giant
corporations not as needed agents of economic change but
more as vehicles for anti-development. Multinationals, they
argue, reinforce dualistic economic structures and exasperate
domestic inequalities with their wrong products and inappro
priate technologies.
In view of the strong anti-MNC sentiment being aired in
the capitals of many third world nations, it appears that the
phenomenal growth of MNC influence in developing countries
during the past three decades may not be matched in the
1980s. The arguments for and against private-foreign invest
ment have a certain empirical validity while reflecting
important differences in value judgments. Perhaps, the only
really valid conclusion is that private-foreign investment
can be an important stimulus to economic and social develop
ment as long as the interests of MNCs and host country govern
ments coincide.
The overwhelming proportion of direct foreign investment
in the developing nations is done by multinational corpora
tions. A multinational corporation is an enterprise that has
significant productive operations in more than one nation and
considers production abroad to be a central, rather than a
peripheral concern. Multinational enterprises come in all
sizes and from all regions of the world, but a relatively
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small number are dominant. In 1980, roughly 10,000 MNCs were
in existence, exercising control over nearly 90,000 foreign
affiliates.1 The developing nations that do actively seek
foreign investment expect a variety of tangible and intangible
benefits from the infusion of resources provided by MNCs.
Perhaps the most commonly stated objectives are those of job
creation, transfer of usable technology and skills, and
saving or earning foreign exchange. In addition, many host
countries seek foreign investment, particularly in natural
resources, to help promote regional development objectives
and to increase domestic tax revenues.
The spotty empirical evidence on employment expansion
from foreign investment is hardly convincing one way or
another. Some observers maintain displacement of local firms
by multinationals may actually reduce local employment.2 The
argument hinges on the labor intensity of production techni
ques selected by foreign firms. The available evidence seems
to indicate that hose country hopes for significant employ
ment gains from MNC investments are seldom realized. In
very few developing nations has employment in multinationals'
1John Stopford, The World Directory of_ Multinational
Enterprises, 1982-83 (Detroit: Gale Research Company, 1982) ,
p. 2.
2Osvaldo Sunkel, "Big Business and Dependencies,"
Foreign Affairs 50 (1972):518-519.
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projects exceeded 1 percent of the labor force. Prominent
exceptions include Brazil and Mexico in which foreign-con
trolled affiliates comprise half of the industrial employ
ment.3 One reason for limited employment growth from MNC
investments is that developing nations frequently permit entry
by foreign firms only in highly capital intensive sectors,
such as mineral, petroleum and chemicals. For example, a
five hundred million dollar oil refinery may employ fewer
than three hundred people, and a one billion dollar natural
gas liquidification plant ordinarily operates with even fewer
workers. There is conflicting empirical evidence on this
question. One recent study found that subsidiaries of U. S.-
based firms appeared to use technologies similar to those of
locally-owned firms, but operate in a more capital-intensive
manner because as foreign investors, they faced higher labor
costs than local firms.4 The study found that U. S. and
Swedish multinationals do adapt to lower labor costs in
developing nations by using more labor-intensive methods
than the same firms use in industrial countries. Some
3Fred Bergsten, Thomas Horst and Theodore H. Moran,
American Multinationals and American Interests (Washington,
D. C: Brookings Institute, 1978), p. 355.
4Robert E. Lipsey, Irving B. Kraus, and Romualdo A.
Roldan, "Do Multinational Firms Adapt Factor Proportions to
Relative Factor Prices?" A working paper #293, National
Bureau of Economic Research, Cambridge, Massachusetts,
October 1978.
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researchers have found that some MNCs actually tend to use
more labor intensive technology processes than do domestic
developing nations firms in the same industry. Pack found
this to be true in his study of forty-two foreign and local
plants in the manufacturing sector of Kenya.^ Pack's research
was corrobarated by a 1976 International Labor Office study
on employment in Kenya. Yet other studies by Helen Hughes and
You Pen Seng for Singapore, Steven Langdon for soap produts
in Kenya and a study on Puerto Rico reached opposite conclu
sions. ^ White cites a number of studies sharing mixed
results but concludes that although MNCs may not be heroes
of "appropriate" technology, they are far from the villians
painted by many critics.^
Statement of the Problem
It has been argued that apart from inadequate informa
tion, a major problem facing developing countries is the high
rate of unemployment. One of the reasons advanced for the
rate of unemployment has been an inadequate supply of capital
^Howard Pack, "The Substitution of Labor for Capital in
Manufacturing," The Economic Journal (March 1976), pp.45-58.
^Helen Hughes and You Pon Seng, Foreign Investment and
Industrialization in Signapore (Madison, Wisconsin: The
University of Wisconsin Press, 1969), p. 913.
7Lawrence J. White, "The Evidence on Appropriate Factor
Proportions," Economic Development and Cultural Change 27
(October 1978)-.27-59.
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which could make it possible to absorb the rapidly growing
work force into the ownership class. As a result, it becomes
difficult for the government to formulate meaningful and
effective policies for the solution of unemployment. One of
the principal manifestations of the low levels of living in
developing nations is their relatively inadequate or ineffi
cient utilization of labor in comparison with the developed
nations.
Given recent and current birthrates in developing coun
tries, their labor supply will be expanding rapidly for some
time to come. This means that jobs will have to be created
at equivalent rates simply to keep pace. In urban areas
where rural-urban migration is causing the labor force to
grown at explosive annual rates of 6-7 percent in many
developing countries, especially in Nigeria, constitutes a
problem.
Objective of Study
The purpose of this study is to determine the effects
of multinational enterprises in Nigeria's employment and to
relate it to its development efforts. Quantifying the pro
portion of total employment attributable to foreign direct
investment is no easy task. The analysis is fraught with
both practical and conceptual problems, including, but not
limited to, the scarcity of capital and employment data and
-10-
the multiplied effect of foreign investment on income and
employment. It would be ideal to describe a world in the
absence of multinational enterprises and measuring the
employment situation in that alternative world. However,
apart from the artificial nature of such an exercise, this
will not be possible within the existing data framework.
Another difficulty consists in isolating the dynamic effects
of the investment division on employment, productivity and
the production at both the theoretical and empirical levels.
Due to these limitations, only the macro approximation of
the employment impact on multinational enterprises will be
arrived at in this study, utilizing different estimators
instead of exact measure of employment due to foreign invest
ment.
CHAPTER II
REVIEW OF THE LITERATURE
The literature that was reviewed for this study is based
on empirical study of foreign investment in developing coun
tries. Much of the existing literature on indirect employment
effects has concentrated on vertical linkages as the main
source of such employment. There are two strands to this
literature. The first and empirically most often employed
is the input-output approach which traces the various impli
cations (investment, employment, production and import of
physical inputs) of increasing the output of a given industry
through the whole production system.1 The second is the
"linkage" concept developed by Hirschman which focused speci
fically on the externalities of exceptionally strong price
signals created by imbalance in supply or demand.2 The
Hirschman concept of linkages is sometimes reduced to the
application of the input-output methodology, but in fact, it
1J. Krishnamurrty, "Indirect Employment Effects of
Investment," in Technology and Employment in Industry, ed.
A. S. Bhalla, working paper # 35 by the International Labor
Organization, Geneva, Switzerland.
2A. 0. Hirschman, The Strategy of Economic Development





The Leontieff-Input-Output Matrix provides a theoreti
cally useful and empirically manageable tool for estimating
the effect of a particular investment on other productive
sectors all along the chain of linked activity. If a vector
exports and imports are included--as it is in most comprehen
sive input-output computations—the total national employment
increase implied by the increased output of any one industry
can be evaluated. By comparing the total backward and forward
linkages of different sectors, it is possible to work out
"key" activities which generate the maximum possible impact
on total national employment. These key sectors then become
special targets for official policy.4
In an unpublished survey prepared for the U. N. Centre
on Transnational Corporations, Waldorf mentions two kinds of
studies of the indirect employment impact of multinational
enterprises (MNEs).5 The first study uses input-output
■*P. Yotopoulos and J. B. Nugent, Economics of Develop
ment (New York: Harper and Row, 1974), pp. 54-63.
4S. Schultz and D. Schumacher, "Inter-Industrial Link
ages in Developing Countries: A Comparative Analysis of Back
ward and Forward Linkages," Konjunkturpolitik (1977):363-390.
5William H. Waldorf, "Transnational Corporation: Their
Impact on Labor Markets," New York, no date. (Mimeographed.)
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matrices to trace indirect effect. The second simply compares
the local purchasing propensities of MNEs with domestic enter
prises.
Waldorf finds one study using the input-output method
by Jo on South Korea.6 Jo's methodology to isolate the
effect of MNEs was as follows: He first computed the ratio
of direct and indirect unit labor requirements to direct unit
labor requirements by industry, using inter-industry results
for all firms in Korea. He next applied this ratio for all
firms to the industrial breakdown of direct employment created
by MNEs in order to estimate total employment generated by
MNEs indirect employment. According to Jo's estimates, the
total employment created by MNEs in South Korea in 1974 was
about 264,000—162,000 direct employment and 102,000 indirect
employment.
In 1974, the contribution of MNEs to Korean employment
based on MNEs total (direct plus indirect) employment creation
was nearly two-thirds larger than the number directly employed.
Jo estimated that MNEs created about 244,000 jobs directly and
indirectly in manufacturing compared with 151,000 directly.
6Sung Hwan Jo, "The Impact of Multinational Firms on
Employment and Income: The Case of South Korea," a working
paper by the World Development Programme, International Labor
Organization, 1976.
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Another attempt to estimate the indirect employment
effects of MNEs relates to the Philippines.7 Tanchoco-
Subido mentions input-output linkages but does not attempt
to calculate them. Instead, a Keynesian multiplier approach
is used to estimate the net increase in income (and by
further deduction employment) caused by foreign investment.
The drawbacks of this calculation, in particular the use
of a Keynesian multiplier in a developing country and the
complete exclusion of any alternative situation, are so
many that little faith can be placed on any of the
estimates.
Yet another attempt at estimating indirect effects,
using output-input methods but not separating the effect
of MNEs from the total, is for Brazil.8 The data did not
provide coefficients for exports and imports, and cover
only output, not employment. To quote:
It was found that scatter coefficients
(direct and indirect effects) are higher in
the construction and durable consumer goods,
coefficient for capital goods sector is
lower, although still above average. Con
struction industry, besides its importance in
7Chita Tanchoco-Subido, "Employment of Multinational
Enterprises in the Philippines," International Labor
Organization, Geneva, Switzerland, 1979. (Mimeograph.)
8Mario Luiz Possas, "Employment Effects of Multi
national Enterprises in Brazil," International Labor
Organization, Geneva, Switzerland, 1979. (Mimeograph.)
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total industry output nearly 18 percent—and
its well known labour intensive especially
unskilled, characteristics is thus revealing
important backward linkage. . . As to durable
consumer goods, however, a very distinct sit
uation concerning direct effects—relatively
small participation in output reinforced by
lower labor coefficients per unit of output,
strong presence of multinationals etc. is
counterbalanced by very important backward
linkages.
Besides these studies using the input-output framework, a
number of researchers have attempted to assess indirect
employment effects by an even simpler measure of backward
linkage: the proportion of inputs procured locally. Higher
local procurement is primafacie evidence of higher indirect
employment and output stimulating effects, though, in view
of the remarks made earlier, such a measure should be
treated with extreme caution of very precise figures are
produced. One important reservation which may be borne in
mind is that one enterprise (say an MNE affiliate) can only
be said to create more indirect employment by this crite
rion than another (a local firm) if both are engaged in
comparable activity.
There are several other studies of this sort, such as
Lall and Steeten on six developing countries, Mason on
developing countries in general, Vitsos on Peru, Thobour9
9J-Moburn Exports and the Malaysian Engineering Indus
try: A Case Study of Backward Linkage (Oxford: Bulletin of
Economics and Statistics, 1973).
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on Malaysian and so on, which have produced data on domestic
purchasing, but these really do not add much to our under
standing of the issue at hand. How much indirect employment
is really stimulated by the activities of the multinational
enterprises? The general findings are that MNEs buy rela
tively more local inputs in relatively advanced or larger
host countries, on simpler activities when pressurized to do
so by the host government.
Linkage Studies
Reuber and associates,10 relying on data provided by
the MNEs themselves, noted that import substituting invest
ments created far more local linkages than export-oriented
ones, and found, for sixty-four sample firms, that 45 percent
of inputs in 1970 came from local sources. Parent companies
were asked whether their operations had given rise to local
suppliers or distributors, and their answers indicated that
some one-third of the investments had directly given rise
to such local activity. Reuber made no attempt to assess
the costs and benefits of such linkages, and also qualified
the estimates by noting that such figures must be viewed
with some suspicion both because of the many conceptual and
10G. L. Reuben et al, Private Foreign Investment in
Development (Oxford: Claredon Press, 1973).
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practical difficulties in deriving estimates of this kind
and because of the vested interest of respondents in
presenting the spin-off effects of their activities in as
favorable a light as possible.
Watanabe,11 in his examination of subcontracting in
less developed countries (LDCs), presents a general but use
ful analysis of this particular (and rather strong) form of
linkage. Though he is not concerned exclusively with MNEs,
he cites examples of foreign firms (like Singer in Southeast
Asia) which have used subcontracting successfully, and con
cludes that such activities, by stimulating entrepreneurship
and encouraging industrial efficiency, can help to promote
the industrialization of the less developed countries and
thus create the additional employment opportunities they
badly need. He analyzes the conditions for success of such
linkages (which he terms within border industrial subcon
tracting) briefly notes that contributions that MNEs may
make by providing assistance with investment, technology and
quality control, and recommends policies for increasing
linkages. He does not, however, examine in detail any
specific instances of subcontracting by foreign firms.
11S. Matanabe, "Reflections on Current Policies for
Promoting Small Enterprises and Subcontracting," Interna
tional Labor Review vol. 110, no. 5 (November 1974).
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In a larger paper, he examines the problem of subcon
tracting in India (though without discussing the role of
TNCs) and compares its experience to the highly successful
one of Japan.12 A more careful study of employment link
ages of MNEs is conducted by McAleese and McDonald for the
Republic of Ireland.13 Not only are the authors careful
to match their samples of foreign/domestic firms, they also
trace the evolution of local purchasing by both sets over
time. They also employ regression analysis to "explain"
the propensity of firms to buy local inputs. They find
that foreign firms have a lower propensity to buy locally
than national firms. This is, however, explained by two
factors. To quote:
First, within the same industry group, foreign
firms tend to be concentrated in more special
ized activities than their domestic counter
parts. These activities require highly spe
cific inputs not available locally. Second,
overseas firms may have a higher import pro
pensity than domestic firms because of such
factors as familiarity with foreign suppliers,
and real or imagined inadequacies of local
producers. It is clear that given the nature
of the phenomenon, we probably cannot obtain
exact quantitative estimates of indirect
employment created by MNE linkages.14
12Ibid.
13D. McAleese and D. McDonald, "Employment Growth
and the Development of Linkages in Foreign Owned and
Domestic Manufacturing Enterprises," Oxford Bulletin of_
Economics and Statistics 40 (November 1978).
14Ibid.
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The Frobel study of the Max-Planck-Institute adds,
however, that between 1973 and 1976 only the total number
of people employed in the manufacturing industry decreased
by roughly a million (i.e. from 8,115,000 to 7,192,000).
They therefore concluded a shift of production and a net
negative effect on the employment level in Germany.15 The
shortcoming of these findings, for the purposes of the pre
sent study, are moreover, that they relate to the total
restructuring process, and do not isolate the phenomenon of
multinational enterprises. It also does not distinguish
between permanent job losses and employment shifts from
manufacturing to other sectors, such as services which have
occurred during the absorption period. They also tend to
underline that the multinational enterprises are only one
factor of the social problematique of labor force restruc
turing and employment change in a dynamic internationally
open and widely integrated economy. This fact is reinforced
by the sectorial analysis in the Frobel study, specifically
for textile and clothing industry which is taken as a parti
cularly important sector for the problem arising from a "new
international division of labor" as the authors call it, i.e.
15T. Frobel and J. Folkner/Heinrichs, The New Interna
tional Division of Labour (Cambridge, Massachusetts: Cam
bridge University Press, 1980), pp. 391-392.
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the effects of MNEs of subcontracting and of local indus
trialization implications, on the questions of labor force
restructuring and structure unemployment in the industrialized
countries (for which the Federal Republic of Germany stands
as an example) and the growth of industry and an industrial
labor force in the developing countries.
The Federal Bank points out that, although the developing
countries only receive 20 percent of German-foreign direct
investment, 40 percent of those employed abroad in German
subsidiaries were in the same countries.16 The Frobel et
al study does not provide a specific answer to the question
of employment effects of German MNEs. There is especially
no treatment about what the employment figure in German might
have looked like if less people were employed by MNEs outside
of Germany. Since the methodological problems are so compli
cated because of the complex international economic relation
ships, the study considers it impossible to generate data
from the number of "exported jobs" for the individual country,
based on the evidence currently available. Nevertheless, the
empirical evidence does seem to point out that some of the
production abroad is replacing indeed part of the manufac
turing employment.
16"Auslandische Beleiligung an Unternehmen der Bunde-
serepublik," in Monatsberichte der Deutschen Bundesbank
vol. 26, no. 11 (April 1979):34-35.
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Fabrimetal and Halsberghe,17 in their study, maintains
that foreign investments actually create jobs in Belgium or
at least allow the maintenance of the existing employment
level. The report of a government commission^ tends to
support the proposition that foreign direct investment results
in more exports and thus more employment in the national
economy. The most serious problem in evaluating the effects
of foreign direct investment is, of course," to find out what
would have happened in the absence of this multinationals
investment, both in the home and in the host country. They
try to find out whether, without the investment of multina
tional enterprises of given countries in the host country,
if the same investment would have been undertaken by domestic
enterprises or by MNEs from other countries. It is, of
course, very important to keep these assumptions in mind
as they limit the validity of the results of their study.
Hawkins' analysis approach for the United States as a
model assumed that the substitution effect, i.e. the extend
to which foreign production abroad could be replaced by
exports was situated between 5 and 25 percent. He thus
17Haex Fabrimetal and E. Halsberghe, Burtenlandse en
Beligische Ondernemingen in de Nationale Industrie, Ghent,
1976.
1**A commission appointed to study all structural employ
ment problems, the so-called Codeaux Commission, 1976.
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estimates that "local production displacement effect" in the
U. S. at 190,000 to 791,000 jobs.19 If one adds to this
positive employment effects in the home countries of the
production activity abroad, such as the "export stimulation
effect," the "home office employment effect" and the "sup
porting firm employment effect," the total negative employ
ment effect of the foreign activities of MNEs in the U. S.
varied between a positive contribution of plus 279,000 and
a negative effect on the job level of minus 322,000 jobs
depending on the span of variation in the quantitative
assumptions that could reasonably be made.
In addition to a profile study of 149 enterprises, Frobel
et al were able to include in their research the development
of eighty-seven of these same enterprises between 1961 and
1975. Here they found that the number of workers employed in
the foreign subsidiaries of these enterprises increased during
the reporting period five times, i.e. from 37,211 (in 1961)
to 225,016 (in 1974). While there is a considerable discrep
ancy between the rates of change in domestic and foreign
employment, both are positive so that these data alone cannot
sustain the "job export" thesis, apart from the fact that
the methodological questions involved are rather complex ones.
19R. Hawkins, Job Displacement and the Multinational
Firms; A Methodological Review (Washington, D. C: Center
for Multinational Studies, 1972), pp. 275-283.
CHAPTER III
THEORETICAL IMPORTANCE OF CAPITAL FORMATION
IN ECONOMIC DEVELOPMENT
In order for any economy to grow, it must save a
certain proportion of its national income. However, in
order to grow, these savings must be channeled into new
investments representing net addition to the capital stock.
A direct relationship between the size of capital stock
(K) and GNP (Y) is assumed. For example, if $3 of capital
are always necessary to produce a $1 stream of GNP, then
it follows that any net addition to the capital stock in
the form of new investment will bring about corresponding
increase in the flow of national output (GNP). Suppose this
relationship, known as the capital-output ratio, is roughly
three to one. If we define the capital-output ratio as "K"
and assume further that the national savings "S" is a fixed
proportion of national output (e.g., 6 percent) and that
total new investment is determined by the level of total
savings, we can use both the Harrod-Domar growth model as
well as the two-sector developed by Arthur Lewis as the




The labor-surplus model suggests that income inequality
will first increase and later diminish as development takes
place. The model suggests two reasons for expecting an
initial rise in inequality to take place. One is that the
share of profits going to owners of capital (who in the Lewis
version of the model could be either private or government)
rises as the size of the model or capitalist sector increases.
The second reason is that inequality in the distribution
of labor income also rises during the early period, when
increasing but still relatively small number of laborers
are moving from the subsistence wage level of the capitalist-
sector wage level, which Lewis says tends to run about 30
percent higher in real term. When all surplus labor is
finally absorbed into modern-sector employment, labor becomes
a scarce factor of production and further increases in demand
require increase in real wages to bid labor away from marginal
uses. It is the resulting rise in the general wage level, the
model suggests, that brings about the eventual downturn in
inequality as well as the long-awaited abolition of poverty,
at least by former standards from the developing countries.
In the Lewis version of the labor-surplus model, inequality
is not only a necessary effect of economic growth but a
simultaneously cause of growth. Inequality—that is a distri
bution of income that favors high-income groups—contributes
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to growth because the high-income groups are elements of
society that save, and saving is essential for increasing
productive capacity and thus bringing about output growth.
In a famous quotation, Lewis says that,
The central problem in the theory of economic
development is to understand the process by
which a community which is previously saving
and investing 4 or 5 percent of its national
income converts itself into an economy where
voluntary savings is running about 12 to 15
percent of the national income or more^-
The model argues that growth occurs when the economy
saves more not because of marginal propensity to save
increases, but because their aggregate income and profit
share in total income increase. This occurs because the
profit share on income increases with the growth of the
modern sector while the wage share diminishes. Not only
does inequality contribute to growth, but attempts to
redistribute income "prematurely" run the risk of stifling
economic growth. The implications of the labor surplus
model include the following.
1) Will capitalists actually save or will they
indulge in luxury consumption?
2) If they do save, will they necessarily invest at
home or will they seek higher rates of return
abroad?
1W. Arthur Lewis, "Economic Development with Unlimited
Supplies of Labor," The Manchester School 22 (May 1954):155.
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3) How fast will the capitalist (modern) sector
absorb labor, particularly since it may be using
capital intensive technology imported from the
developed countries and inappropriate to the
factor endowment of a poor labor-surplus economy
like Nigeria?
The primary focus of Lewis model is both on the process of
labor transfer and on the growth of output and employment
in the modern sector. Both labor transfer and modern sector
employment growth are brought about by output expansion in
the sector. The speed with which this expansion occurs is
determined by the rate of industrial investment and capital
accumulation in the modern sector. The Lewis model could be
better illustrated graphically. In Figure 1, the vertical
axis shows the real wage and marginal product of labor (MPL)
and the horizontal axis shows the homogeneous quantity of
labor. Segment "OA" represents the average level of real
subsistence income in the traditional rural sector. Segment
"OW" is the real wage in the modern capitalists sector. At
this wage, this model predicts that the supply of rural labor
is assumed to be "unlimited" or perfectly elastic, as shown
by the horizontal labor supply curve WS. Given a fixed
supply of capital K^ in the initial stage of modern sector
growth, the short-run demand curve for labor is downward
sloping marginal physical curve shown by curve D1(K1). Since
profit maximizing modern sector employers are assumed to hire






THE LEWIS MODEL OF GROWTH AND EMPLOYMENT
IN A DUAL LABOR SURPLUS
Ll L2 L3
Quantity of Labor
is equal to real wage, total modern sector employment will
be equal to OD^L^ The share of this total output paid
to workers in the form of wages would be the area of the
rectangle OWFL-l- The balance of the output shown by the
area WD]_F would be the total profits that accrue to the
capitalists. The Lewis model assumes that all of these
profits are reinvested in the host country. If so, then the
capital stock in the modern sector will rise from K^ to K2.
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This larger capital stock in the modern sector will rise
from K^ to K2 and will cause the marginal product curve (of
the modern sector) to shift to the right which tantamounts
to a rise in demand for labor.
The outward shift in the labor demand curve is shown by
line D2(K2). A new equilibrium modern sector employment
level will be established at point G with 0L2 workers now
employed. Total output rises to OD2GL2 while total wages
and profit increases to OWGL2 and WD2G, respectively. Once
again, these larger (WD2G) profits are reinvested, increasing
the total capital stock to K3, shifting the labor demand
curve to D3(K3) and raising the level of modern sector
employment of OL3. The above process of modern sector
growth and employment expansion is assumed to continue until
all surplus rural labor is absorbed in the new industrial
sector. The labor supply curve becomes positively sloped
as modern sector wages and employment continued to grow.
Harrod-Domar Model
In the Harrod-Domar model (see Figure 2 below), the role
of foreign saving of all kinds is to augment domestic saving
to increase investment and thus accelerate growth. If aid
and other foreign saving added, say 6 percent of gross










investment, and the capital-output ratio was 3.0, then the
growth rate would be increased by 2 percent points. The
figure ignores international trade. In this model, commu
nity tastes are defined by a set of indifference curves:
labeled I and II are shown. Without aid the country's
welfare is maximized if it produces and consumes at point
A, where the indifference curve I is tangent to the
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frontier P • P, with consumption at c± and investment at
I]_. Now donor countries contribute an amount AB of aid.
They intend that the full amount should be invested, raising
total investment to I2. However, the offer of aid AB in
effect moves the production frontier outward from PP to PP1.
With these added resources, the country maximizes its welfare
by producing at point D; the tangency between P . P1 and
indifference curve II, the country consumes at point C3
and invests at point I3. The aid amount AB and AE (equal to
13 - I;l) have been reinvested, as intended by the donors,
but BE (equal to I2 - I3) has been consumed. If the
country's taste favored consumption over investment even
more, then it would reach equilibrium at a point along pip1
to the southeast of D and would convert even more of its aid
into consumption. The diagram demonstrates that the amount
of aid actually used to increase investment rather than
consumption will depend upon production possibilities,
frontier, community taste and other variables such as trade,
that are left out of the figure.
The simplest and best known production function used
in the analysis of economic development was developed inde
pendently during the 1940s by Roy-Harrod of England and
Evsey Domar of Massachusetts Institute of Technology. The
model has been used primarily to explain the relationship
between output growth and employment in advanced capitalist
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societies.2 The model has also been used extensively in
developing countries as a simple way of looking at the role
of capital in economic growth. The Harrod-Domar model views
limited savings as the major constraints on aggregate economic
growth. Given targeted GNP growth rates and a national
capital ratio, the Harrod-Domar model can be used to deter
mine the proportion of national output that must be saved in
order to obtain targeted growth rate of output. In most
developing countries the necessary amount of domestic saving
is not likely to be forthcoming on the basis of existing low
income. The basic policy problem is how to augment domestic
saving with foreign assistance. We use the Harrod-Domar
growth model as the basic theoretical underpinnings for our
analysis.
The underlying assumption of the model is that the out
put of any economic unit—whether a firm, an industry or the
the whole economy—depends upon the amount of capital invested
in that unit. Thus, if we call output Y and the stock of
capital K, then output can be related to capital stock by:
Y = K/K (1)
2Roy F. Harrod, "An Essay in Dynamic Theory," Economic
Journal (1939):14-33; Evsey Domar, "Capital Expansion Rate of
Growth and Employment," Econometric (1946) : 137-147; and Evsey
Domar, "Expansion and Employment," American Economic Review 37
(1947):34-55.
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where K is a constant called the capital-output ratio. To
convert this into a statement about the growth of output,
we use the notation A to represent increase in output and
capital and write:
AY = AK/K (2)
The growth rate of output g is simply the increment in out
put divided by the total amount of output, ay/Y. If we
divide both sides of equation 2 by Y, then:
g = AY/Y = A K/K • 1/K ( 3 )
For the whole economy, AK is the same as investment I which
must equal savings S. Hence, AK/Y become I/Y and this is
equal to S/Y which can be designated by the savings rate S,
a percentage of national product. Equation 3 can then be
converted to:
g = S/K (4)
which is the basic Harrod-Domar relationship for an economy.
Underlying this equation is the view that capital created
by investment in plant and equipment is the main determinant
of growth and that it is savings by people and corporations
that make the investment possible. The capital-output ratio
is simply a measure of the productivity of capital or invest
ment. If an investment of $3,000 in a new plant and new
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equipment make it possible for an enterprise to raise its
output by $1,000 a year for many years into the future, then
the capital-output ratio for the particular investment is 3:1.
n + p=s."a • (5)
k
Given an expected rate of labor force and productivity growth,
labor force growth can be calculated from readily available
demographic information while productivity growth estimates
are usually based either on extrapolations of past trends or
on an assumed constant rate of increase. Equation 5 can be
used to estimate whether domestic savings will be sufficient
to provide an adequate number of new employment opportunities
to a growing labor force. One way of doing this is to dis
aggregate the overall savings function (S = sy) into at
least two component sources of saving;,normally, the propen
sity to save out of wage income, W, and profit income, tt .
Thus,
W + tt = Y
and,
S^ + SWW = 1 (6)
where Sit and SW are the savings propensities form tt and W,
respectively. By manipulating equation 4 and substituting
equation 6 into it, we arrive at the modified Harrod-Domar
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growth equation:
K (y + a) + (Stt - SW) ( n/Y) + SW (7)
which can then serve as a formula for ascertaining the adequacy
of current saving out of profit and wage income. For example,
if a 4 percent growth rate is desired and if a = 0.03, K =
0.3 and (tt/Y) = 0.5, then equation 7 reduces to 0.42 =
Sir + SW. If savings out of capital income amount to 25 per
cent, then wage earners must save at a 17 percent rate to
achieve the targeted rate of growth. In the absence of
such a savings rate, the government could pursue a variety
of policies to raise domestic saving and/or seek foreign
assistance.
Summary
Both the Harrod-Domar growth model and the Arthur Lewis
two-sector model recognize the importance of capital to the
overall development process. Most third world countries,
however, are lacking in terms of the supply of domestic
savings deemed necessary to generate the growth of investment
to bring about sufficient employment. Developing countries
have in turn, turned to outside suppliers of investment to
argument an otherwise low pool of savings. The bulk of this
foreign supply of investment has come from multinational
corporations.
CHAPTER IV
DATA SOURCE AND METHODOLOGY
Nigeria suffers from a high rate of unemployment. In
1986-87 there was an increased of 50 percent in registered
work seekers according to the Europe Yearbook, 1988, A World
Survey vol. II. Any direct comparison of the employment
impact of foreign direct investment and domestic firms can
be misleading, since even within a given sector, multinationals
are typically engaged in a different line of business than are
locally owned firms. In view of the structured role which
direct foreign investment enterprises have played in the total
economy of the country, it can be argued that indeed all
employment generated in Nigeria is on some level linked to the
presence of the multinationals. The share of employment
directly generated by multinational enterprises (MNE) in the
economy of Nigeria appears to have held more or less constant
at 65 percent of the total work force throughout the 1980s
if account is taken of government interventions in ownership.
A Nigerian study by Bello and Iyande of the University
of Lagos shows a great concern by the government towards
direct employment generation.1 This was illustrated by
1Joseph A. Bello and Olu Iyande, "Wage Effects of
Foreign Investment," International Labor Office, Working
Paper No. 10, page 15.
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the role the Industrial Training Fund provided by the govern
ment for updating skills and by specifying local input
requirements for manufacture expected in the case of joint
ventures. Among the list of the specific objectives of
national economic development spelled out in the Nigerian's
Fourth National Plan are: 1) reduction in the level of
unemployment and underemployment; and 2) development of
technology and increased productivity. The manufacturing
sector of the Nigerian economy is the main sector of opera
tion of the multinationals. The most conscious government
policy on employment is seen in the reduction of labor
requirements where a deliberate strategy is in force for
moving up to capital-intensive technology, a highly-skilled
work force and higher wages as a result of a tight labor
market situation. New industries, without adequate capacity
to meet domestic demand, find themselves in competition
with imported products for which a strong market preference
exists.
A simple statistical assessment of the direct employ
ment generated by multinational enterprises in the Nigerian
economy is not possible as company information on employ
ment is not available. An indirect approach for estimating
the employment by multinational enterprises in Nigeria has
therefore been made. The data for employment for the domestic
firm has been taken from the International Labor Organization
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(ILO), Yearbook of Labor Statistics, and information from
Nigeria, Federal Ministry of Economic Development, Central
Planning Office, Third National Plan 1975-80, Lagos. The
data for the foreign investment was taken from the Johns
Hopkins University Press World Tables.2 The data on Foreign
direct investment came from 1) A. M. Hakain, "The Motiva
tion to Invest and the Locational Pattern of Foreign Private
Industrial Investments in Nigeria";3 2) Tony Hawkins, "Corpo
rate Profits Still Rising";4 3) Balance of Payment Yearbook;5
and 4) The Transnational Corporation in World Development.6
In order to determine if foreign investment is capital
biased relative to domestic investment, we computed concen
tration ratios. Annual concentration ratios were computed
from the years 1974-1980 and industries were ranked from the
highest to the lowest based upon these concentraton ratios.
2World Tables, 3rd ed. (Baltimore: Johns Hopkins
University Press, 1983), pp. 56-60.
3A. M. Hakain, "The Motivation to Invest and the
Locational Pattern of Foreign Private Industrial Invest
ments in Nigeria," Nigerian Journal of Economic and Social
Studies vol. 8, no. 1 (1966):46-65. "
4Tony Hawkins, "Corporate Profits Still Rising,"
Financial Times, 24 February 1986, p. 9.
international Monetary Fund, Balance of_ Payment
Yearbook, various issues.
transnational Corporation in World Development, Third
Survey (New York: The United Nations, 1983), p. 304.
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The methods used in calculating the ratios were as follows:
1) Foreign investment was divided by total investment
(foreign and domestic) to derive foreign invest
ment's share in total investment.
2) Foreign employment was divided by total employment
(foreign plus domestic) to obtain the percentage
of foreign employment of total employment.
3) Percentage of foreign investment divided by per
centage of foreign employment equals employment
concentration ratio.
Investment-employment ratios less than one indicate that
foreign investment adds less to the level of employment in
Nigeria than it does to investment. Investment-employment
ratios greater than one indicate that the foreign investment
adds less to the level of employment in Nigeria than it does
to total investment. Investment-employment ratios of unity
indicate no difference between the amount of investment to
employment of foreign investment versus domestic investment.
The multinational enterprises accounted for only 2 per
cent of total employment in the country in 1979. The manufac
turing sector is dominated by a handful of industrial groups.
The industry is the largest employer of labor in Nigeria. In
the spinning, wearing and finishing of textiles, there are
nineteen companies with foreign ownership. In food, drink
and tobacco companies, direct foreign investments have contri
buted slightly less (6 percent) to employment than to total
investment. Foreign enterprises have contributed more in
some industries and less in others. In 1980, in the metal
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industry and in mechanical and instrument engineering,
foreign employment creation was at its lowest at .23 percent
and.34 percent, respectively.
In 1980 the domestic firms created more employment
opportunities than foreign direct investment. In almost
all the industries in Nigeria foreign enterprises have
contributed more in creating employment than the domestic
industries.
Foreign direct investment created different magni
tudes of employment in Nigeria due to four factors. First,
the car manufacturing plant operates on a larger technical
scale than the metal product company. Hence, the car manu
facturer will tend to generate more employment than the
metal products firms. Second, the requirements of the
production distribution and servicing processes of both
metal goods and cars, for employees, do vary significantly.
For instance, the products of the metal company do not call
for any labor-intensive after sales servicing as do cars.
Third, the varieties of technologies open to both companies
for selection in the interest of employment creation are
limited to the extent to which faster machines or automatic
equipment may be substituted for labor. Also, the opportu
nities for making such substitutions with profitable results
are greater in the metal products company than in the car
manufacturing plant. For instance, it was easy to double
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technical staff through the addition of an extra line of
production; whereas the same employment effect could not be
created in the car company. Fourth, the nature of market
demand for the two companies' products may permit different
rates and degrees of technological application aimed at
meeting such demand and also creating employment. Where the
car manufacturer will require a plant extension to solve its
production capacity problem, the metal products firm may
easily (as in fact it did) increase output by hiring more
hands to work more shifts.
These four factors provide the background for the
different data in this analysis. The metal product firms
have three supermarkets, two large companies and thirty-
five indigenous companies which accounted for 1.5, .37 and
.65 percent, respectively of the total sales of the firm.
The car manufacturing firm, on the other hand, sold its
cars through two large companies and fifty-six exclusive
dealers. The units of cars sold yearly by the smallest
dealer were about 600, while the largest dealer sold about
5,000. These distribution channels are also sources of
indirect employment creation by multinational enterprises
in Nigeria.
There are some interesting relationships between classes
of employees. The metal products company appears to generate
more direct productive employees per total employed (700 out
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of 800) than the car (motor vehicle manufacture) company
(1,000 out of 2,800). If the technologies being transferred
through the skills developed by multinational enterprises in
such employment are assumed comparable in both companies,
there may be a case for governmental inducement of many more
of the metal products manufacturing businesses. The metal
products company generated about 100 percent of its direct
productive employees in indirect employment through dealers,
and the car company generated 400 percent. This is a result
of the nature of production and servicing processes of both
companies. The metal products company accounted for about
1,400 jobs, and the car company for about 6,800 jobs in
Nigeria (directly or indirectly). The major question is what
exactly determines these levels of employment creation by
these multinational enterprises. The choices of technologies
by these industries are considered relevant to the magnitudes
of employment created by them. It is, however, not possible
within the methodological framework of the present study to
discern whether other companies in Nigeria not selecting
given technologies are generating less or more employment
than this sample of multinational enterprises.
Peripheral technologies contribute to employment crea
tion by multinational enterprises. The processes of such
creation may be identified in three ways. First, manage
ment concern with production efficiency will usually entail
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periodic reviews of the general performance of machines,
work stations and work flows in a plant. The problems
identified by way of production bottlenecks often require
that management design some technical plans for resolving
them. The choice of specific technologies by multinational
enterprises in such situations may either expand or curtail
employment. The second process of MNE employment creation
in the two companies is based on the technologies chosen
which may create different categories of employment from
the ones eliminated or curtailed in the pursuit of produc
tion efficiency. To use better technology is to accept the
responsibility of finding or training the skilled personnel
warranted by the technology. The tendency for the MNEs to
think in terms of automation is basically limited by lack
of an existing pool of highly trainined technical manpower
in Nigeria. The third process of MNEs employment creation
relates to the types of peripheral technologies that would
be chosen for future operations in Nigeria. The techno
logies open to MNEs were few in terms of basic systems. The
production process involved is the continuous type requiring
regular power supply and trained hands. The quality of the
employment created by this type of plant is definitely higher
than employment in low technology areas.
The elimination of a work station, or the acquisition of
a machine to perform an operation that was manually handled,
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curtailed employment of one category in the metal products,
as well as in the motor vehicle manufacturing companies.
Employment was expanded in both companies in the instances
of decisions made 1) to pack the household metal products
manually (rather than by machine) to polish the finished
products by using many operators on slow (rather than fast
or even automatic) machines; and 2) to retain the use of a
spray painter in the car manufacturing plant (instead of
adopting a dipping system which has the advantage of uni
formity of painting quality). The metal product company
managers point out that their fully automatic and the
modern nature of their new factory will start production
in late 1981 of raw materials for their new line of metal
goods. The production process involved was the continuous
type requiring regular power supply and trained hands. The
quality of the employment to be created by this type of plant
is definitely higher than employment in low technology areas.
Table 1 shows the number of foreign employees in Nigerian
manufacturing and nonmanufacturing industries from 1974-1980;
Table 2 shows the amount of foreign direct investment in
Nigeria in both manufacturing and nonmanufacturing industries
from 1974-1980; the amount of investment by the Nigerian
government in the domestic industries in both the manufac
turing and nonmanufacturing industries from 1974-1980 is
shown in Table 3; the number of persons employed in the
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doraestic firms in Nigeria in manufacturing and nonmanufac-
turing industries from 1974-1980 is shown in Table 4; and
Table 5 shows the employment concentration ratio of Nigeria
from 1978-1980.
TABLE 1
FOREIGN EMPLOYMENT IN NIGERIAN INDUSTRIES, 1974-1980
SECTOR
Manufacturing Industries

















































































































































































Source: Federal Office of Statistics, Industrial Survey of Nigeria 1980-1983.
Lagos, Nigeria, 1983; Her Majesty's Office, Trade and Industry. London^
November 15, 1973; and Her Majesty's Office, Business Monitor. Supple
ment, London, March 4, 1978.
TABLE 2
FOREIGN INVESTMENTS IN NIGERIAN INDUSTRIES, 1974-1980
SECTOR
Manufacturing Industries



















































































































































































Source: International Monetary Fund, Balance of Payment Yearbook, 1973-1981;
Transnational Corporation in World Development, Third Survey, New York,
1983; Tony Hawkins, "Corporate Profits Still Rising," Financial Times
24 February 1986.
TABLE 3
NIGERIAN INVESTMENTS IN THE LOCAL INDUSTRIES, 1974-1980
SECTOR
Manufacturing Industries



















































































































Property Owing and Managing
Other Activities
TOTAL = 100
































































Source: World Tables, 3rd edition (Baltimore: The Johns Hopkins University
Press, 1981), p. 56.
TABLE 4
NIGERIAN EMPLOYMENT IN THE LOCAL INDUSTRIES, 1974-1980
SECTOR
Manufacturing Industries































































































































































































Source: International Labor Organization, Yearbook of Labor Statistics, 1972-
1981; Central Planning Office, Nigeria Federal Ministry of Economic
Development, Third National Development 1975-1980, Lagos, Nigeria,
n. d., pp. 370-371.
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TABLE 5
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Agriculture, Forestry and Fishing
Mining and Quarrying
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Transport and Communication Shipping
Distributive Trade






































































































Source: Researcher's own calculations,
CHAPTER V
FINDINGS AND CONCLUSION
Every multinational enterprise choice of technology may
create some form of quantitative or qualitative employment
in a developing country. In rare instances the choice of
technology may imply automation leading to a net loss of
employment through multinational enterprises activity. From
this study, we found that each time a more advanced techno
logy was introduced by either the metal company or the motor
vehicle company, no employees were dispensed.
Multinational enterprises, do as a matter of principle,
consider employment impact of their choice of appropriate
technologies before actually adopting specific production
process. The creation of employment opportunities for the
intermediate and professional products of Nigerian institu
tions of higher learning is an official Nigerian government
policy. One may ordinarily expect multinational enterprises
aware of such an official policy to be inclined to focus
primarily on the employment effects of the technologies they
chose in Nigeria. The search for productivity through the
utilization of specific technologies by the multinational
enterprises appeared to have been guided more by managerial
-54-
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concern for organizational results than by the sheer desire
to create employment.
The question is what is the yardstick to apply in evalu
ating the quantity and quality of the employment that are
being created by given multinationals. When policymakers
demand employment creation by the multinationals, they
probably should also indicate the types and levels of skills
that are expected in the local staff to be privileged with
such employment. There are situations in which multina
tionals may create more employment in a developing country
through the conscious selection of suitable technologies for
that purpose. But even when such technology selection is not
apparent, the continuous training activities of the multina
tionals involved will tend to be creating qualitative changes
in the levels of skills of their staff. It is important for
governments in developing countries to be aware of the extent
to which they can influence the technology choice decisions
of multinationals through the use of clear employment they
set for them.
Policy Implications
The manufacturing processes of the multinationals enter
prises have been simple or at best intermediate in terms of
complexity. The operations entailed by fabricating the
household utensils, roofing sheets, collapsible tubes and
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extruded sections by the metal products company were rela
tively simple. Major parts and materials are imported,
processed and assembled in the plants. The number of persons
employed for each operation tended to remain constant over
time. Output was increased often by increasing the produc
tion lines or by adding more work shifts to existing ones.
Changes in management practices also created more of the
multinational enterprise operations.
The Motor Vehicle Manufacturing Company in Nigeria
operates the same technology that is used in its plant in
the Federal Republic of Germany, U. S. A. and Brazil. The
noticeable difference between the Nigerian plant and the
other assemblies is the small capacity of the Nigerian
plant, as well as the absence of parts manufactured in the
country. The Motor Vehicle Manufacturing Company managed
to create considerable employment through its peculiar
policy of training and not constraining the freedom of its
employees to leave the company after such training and its
renewing of staff intake 100 percent every three years.
A major policy implication of this study relates to
what a government may do to maximize the employment levels
which multinational enterprises can generate through their
selection of appropriate technologies. It is rather conven
tional at present for host nations and multinationals to
discuss technology choice mainly at the inception of specific
-57-
manufacturing operations of given multinational enterprises.
In the Nigerian cases, it was clear that no systematic exami
nation of the qualities and patterns of skilled employment
being created by multinationals was undertaken by government
officials. Such an examination, which will entail mutual
discussion between government officials and multinational
enterprises, will tend to enlighten the parties concerned
as to the employment opportunities and problem that exist.
Technology transfer from multinational enterprises to host
developing nations should be approached as a process that
can benefit from continuous reviews after business operations
have started. This study recommends that the government
gives additional incentives to those multinational enter
prises that create more employment opportunities to the
nation.
BIBLIOGRAPHY
Bello, Joseph A., and Iyande, Olu. "Wage Effects of Foreign
Investment," International Labor Office. Working Paper
No. 10, page 15.
Bergsten, Fred; Horst, Thomas; and Moran, Theordore H.
American Multinational and American Interests. Washing
ton, D. C: Brookings Institute, 1978.
Evsey, Domar. "Capital Expansion, Rate of Growth and Employ
ment." Econometrics (1946):137-147.
_. "Expansion and Employment." American Economic
Review 37 (1947):34-55.
Hakain, A. M. "The Motivation to Invest and the Locational
Pattern of Foreign Industrial Investment in Nigeria."
Nigerian Journal of Economic and Social Studies vol. 8,
no. 1 (1966):46-65.
Halsberghe, E.; and Fabrimetal, Haex. Burtenlands on
Beligische Ondernemingen in de Nationale Industrie.
Ghent, Belgium, 1979.
Harrod, Roy F. "An Essay in Dynamic Theory." Economic
Journal (1939):14-33.
Hawkins, R. Job Displacement and the Multinational Forms;
A Methodological Review. Washington, D. C. : Center
for Multinational Studies, 1972.
Hawkins, Tony. "Corporate Profits Still Rising." Financial
Times, 24 February 1986, p. 9.
Heinrichs, Folkner, J., and Frobel, R. The New International
Division of Labor. Cambridge, Massachusetts: Cambridge
University Press, 1980.
Hirschman, A. O. The Strategy of Economic Development. New
Haven, Connecticut: Yale University Press, 1958.
Hughes, Helen, and Seng, You Pon. Foreign Investment and
Industrialization in Singapore. Madison, Wisconsin:
The University of Wisconsin Press, 1969.
-58-
-59-
International Monetary Fund. Balance of Payment Yearbook
various issues.
Krishnamurrty, Jo. "Indirect Employment Effects of Invest
ment in Technology and Employment in Industry." Working
paper #35 by the International Labor Organization.
Geneva, Switzerland, 1975.
Lewis, Arthur. "Economic Development with Unlimited Supplies
of Labor." The Manchester School 22 (May 1954):155.
Lipsey, Robert E. ; Irving, Krans B.; and Roldan, Romualdo, A.
"Do Multinational Firms Adapt Factor Proportions to
Relative factor Prices?" National Bureau of Economic
Research. Working Paper #293. Cambridge, Massachusetts,
October 1978.
McAleese, D., and McDonald, D. "Employment Growth and the
Development of Linkages in Foreign Owned and Domestic
Manufacturing Enterprises. " Oxford Bulletin of Economics
and Statistics 40 (November 1978):321-360.
Matanabe, S. "Reflections on Current Policies for Promoting
Small Enterprises and Subcontracting." International
Labor Review vol. 110, no. 5 (November 1974):405-422.
Mobum, J. "Exports and Malaysian Engineering Industry: A
Case Study of Backward Linkage." Oxford Bulletin of
Economics and Statistics (1973):91-115.
Pack, Howard. "The Substitution of Labor for Capital in
Manufacturing." The Economic Journal (March 1976) -.45-58.
Possas, Luiz Mario. "Employment Effects of Multinational
Enterprises in Brazil." International Labor Organiza
tion. Geneva, Switerland, 1979 (mimeograph).
Reuben, G. L. et al. Private Foreign Investment in Develop
ment. Oxford: Claredon Press, 1973.
Schultz, S., and Schumacher, D. Inter-Industrial Linkages
in Developing Countries: A Comparative Analysis of
Backward and Forward Linkages." Konj unkturpolitik
(1977):363-390.
Stopford, John. The World Directory of_ Multinational Enter
prises 1982-83. Detroit: Gale Research Company, 1982.
Sunkel, Osvaldo. "Big Business and Dependencies." Foreign
Affairs 50 (1972):518-519.
-60-
Sung-Hwan, Jo. "The Impact of Multinational Firms on Employ
ment and Income: The Case of South Korea." A working
paper by the World Development Programme. International
Labor Organization, 1976.
Tanchoco-Subido, Chita. "Employment Effects of Multinational
Enterprises in the Philippines." International Labor
Organziation. Geneva, Switzerland, 1979. (Mimeo
graphed .)
Transnational Corporation in World Development. Third Survey
New York: The United Nations,1983.
Waldorf, William H. "Transnational Corporation: Their Impact
on Labor Markets." New York, n.d. (Mimeographed.)
White, Lawrence J. "The Evidence on Appropriate Factor Pro
portions." Economic Development and Cultural Change
27 October 1978, pp. 27-59.
World Tables. 3rd edition. Baltimore: Johns Hopkins
University Press, 1983.
Yotopoulos, P., and Nugent, J. B. Economics of Development.
New York: Harper and Row Publishers, 1974.
